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OATH OR AFFIRMATION
I, John G. Taylor , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Arcadia Investment Corporation , 8%
of December 31, , 2008  are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

OFFICIAL SEAL % 8(/

s L HOLCOMB . —
NOTARY PUBLlc-ORg;aal: Slgnirure
COMMISSION NO. 4 '
MY COMMISSION EXPIRES JULY 22, 2010 President
o Title
. L )
Notary Public

This report ** contains (check all applicable boxes):

B (a) Facing Page.

BJ (b) Statement of Financial Condition.

X (c) Statement of Income.

X (d) Statement of Changes in Cash Flows.

BJ (e) Statement of Changes in Stockholders’ Equity of Partners’ or Sole Proprietors® Capital.

[] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

BJ (g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

BXJ (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

[1 () A Reconciliation, including appropriate exptanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. .

[] (k) A Reconciliation between the audited and Unaudited Statements of Financial Condition with respect to methods of
consolidation.

X (1) AnOath of Affirmation.

% (m) A copy of the SIPC Supplemental Report,

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous andit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Arcadia Investment Corporation
Portland, Oregon

We have audited the accompanying statement of financial condition of Arcadia Investment Corporation (the “Company’’)
as of December 31, 2008 and the related statements of operations, changes in sharecholders’ equity and cash flows for the
year then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Arcadia Investment Corporation as of December 31, 2008, and the results of its operations and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

Qur audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained on pages 10 and 11 is presented for purposes of additional analysis and is not a required part of the
basic financial statements, but is supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. This information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects when considered in relation to the basic financial
statements taken as a whole.

Ll P Copmy, T C-

February 11, 2009

%\\“\ An independent member of DFK Internarional



ARCADIA INVESTMENT CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2008

ASSETS

Cash and cash equivalents 460,891

Deposit with carrying broker 150,000

Receivable from carrying broker 88,117

Investments 39,536

Equipment, net of accumulated depreciation of $114,268 21,009

Prepaid expenses and other assets 40,814

Income tax receivable 15,000
815,367

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities

Accounts payable and accrued expenses 86,433

Accrued profit sharing 103,834
190,267

Commitments

Shareholders' equity

Common stock, no par value; 10,000,000 shares

authorized, 20,000 shares issued and outstanding 131,404

Accumulated other comprehensive income 13,936

Retained earnings 479,760
625,100
815,367

See notes to financial statements 2




ARCADLA INVESTMENT CORPORATION
STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2008

Revenues
Comrmissions and other fees $ 2,648,438
Expenses
Employee compensation 1,391,762
Payroll taxes 53,399
Employee benefits 169,317
Commissions and floor brokerage 117,619
Communication 54,830
Depreciation 11,471
Dues and subscriptions 57,103
Insurance 8,766
Miscellaneous 5,537
Postage 4914
Professional fees 44 404
Regulatory fees 6,451
Rent 46,614
Supplies and printing 21,053
Taxes and licenses 33,117
Travel and entertainment 51,360
2,077,717
Income from operations 570,721
Interest income, net 16,592
Net income $ 587313
See notes to financial statements 3



ARCADIA INVESTMENT CORPORATION
STATEMENT OF CHANGES IN SHARFHOLDERS® EQUITY

YEAR ENDED DECEMBER 31, 2008

Common stock, no par
value; 10,000,000 shares

authorized
Accumulated
Shares issued other
and comprehensive Retained

outstanding Amount income earnings Total
Balances at beginning of year 20,000 $ 131,404 % 53584 § 842,447 §1,027435
Distributions (  950,000) ( 950,000)
Net income 587,313 587,313
Unrealized loss on marketable

securities ( 39,648) (  39,648)

Total comprehensive income 547,665
Balances at end of year 20,000 § 131,404 % 13936 § 479,760 § 625,100
See notes to financial statements 4



ARCADIA INVESTMENT CORPORATION
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2008

Cash flows from operating activities

Net income § 587,313
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation 11,471
Change in operating assets and liabilities
Receivable from carrying broker 38,053
Prepaid expenses and other assets ( 11,819)
Income tax receivable ( 15,000)
Accounts payable and accrued expenses ( 27,662)
Accrued profit sharing 5,693
Net cash provided by operating activities 588,049
Cash flows from investing activities
Acquisition of equipment ( 2,012)
Net cash used in investing activities ( 2,012)
Cash flows from financing activities
Payment on notes payable, shareholders ( 50,000)
Distributions to shareholders { 950,000)
Net cash used in financing activities ( 1,000,000)
Net decrease in cash and cash equivalents (  413,963)
Cash and cash equivalents at beginning of year 874,854
Cash and cash equivalents at end of year $ 460,891
Supplemental disclosure of cash flow informaticn
Cash paid during the year for interest, note payable, sharcholder § 1,565
Cash paid during the year for local income taxes ¥ 39,550
See notes to financial statements 5



ARCADIA INVESTN_[ENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

1. Line of business and significant accounting policies

Line of business

Arcadia Investment Corporation (the “Company”) is a broker-dealer registered with the Securities and Exchange
Commission (“SEC”) and a member of the Financial Industry Regulatory Authority (“FINRA”). The Company operates
as a fully disclosed securities broker dealer with institutional customers throughout the United States. Operations further
consist of consulting activities and advisory services for capital resources.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Revenue recognition
Security transactions and related commission revenue and expense are recorded on a settlement date basis, generally the
third business day following the transaction. Differences between trade date and settlement date, if any, are not

significant.

Revenues from consulting activities and advisory services are recorded as fees when eamed under the terms of the related
agreements.

Concentrations of credit risk

The Company has cash and cash equivalents in the form of deposits which may exceed depository insurance limits. Cash
and money market accounts are guaranteed by the Federal Deposit Insurance (“FDIC”) up to $250,000. At December
31, 2008, the Company had $331,940 in a money market fund which is not insured by the FDIC. The Company makes
such deposits with high credit quality entities and has not incurred any credit related losses.

Receivable from carrying broker

Commissions receivable from clearing broker consist of commissions due on closed sales. The Company has not
incurred any material credit related losses and based on historical experience, management has deemed an allowance for
uncollectible accounts is not necessary.

Cash equivalents

Cash equivalents are funds in a money market account and are recorded at cost, which approximates fair value. The
Company considers short-term, highly liquid investments with an original maturity date of three months or less to be cash
equivalents.

Investments

The Company accounts for its marketable equity securities in accordance with Staternent of Financial Accounting
Standards (“SFAS”) No. 115, “Accounting for Certain Investments in Debt and Equity Securities” (“SFAS No. 1157).
This statement requires certain investments in debt and equity securities to be classified as trading, available-for-sale or
held-to-maturity.




ARCADIA INVESTNIENT (:0RPORATIONr
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMRBER 31, 2008

1. Line of business and significant accounting policies (continued)

Investments (continued)
At December 31, 2008, the Company’s marketable equity securities have been categorized as available-for-sale.

Available-for-sale securities are carried at fair value, with the unrealized holding gains and losses reported as a separate
component of shareholders’ equity. For the purpose of determining gross realized gains and losses, the cost of securities
sold is based upon specific identification. Quoted market prices are used in determining the fair value of the Company’s
assets.

Fair value measurements

Effective January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurements” (“SFAS 157} for financial
assets and liabilities. SFAS 157 clarifies the definition of fair value, prescribes methods for measuring fair value,
establishes a fair value hierarchy that prioritizes fair value measurements based on the types of inputs used for the various
valuation techniques (market approach, income approach and cost approach), and expands disclosures relating to the use
of fair value measurements. SFAS 157 is applied under existing accounting pronouncements that require or permit fair
value measurements and, accordingly, does not require any new fair value measurements. The adoption of SFAS No.
157 did not have a material impact on the Company’s fair value measurements.

In accordance with the Financial Accounting Standards Board (“FASB”) Staff Position FAS 157-2, “Effective Date of
FASB Statement No. 157 (“FSP 157-2"), the Company will defer the adoption of SFAS 157 for nonfinancial assets and
nonfinancial liabilities, except those items recognized or disclosed at fair value on a recurring basis, until January 1,
2009. )

The levels of hierarchy are described below:

o Level 1: Observable inputs such as quoted prices in active markets for identical assets or liabilities.

o Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly;
these include quoted prices for similar assets or liabilities in active markets and quoted prices for identical or
similar assets or liabilities in markets that are not active.

¢ Level 3: Unobservable inputs in which there is little or no market data available, which require the reporting
entity to develop its own assumptions.

The Company’s assessment of the significance of a particular input to the fair value measurement in its entirety requires
judgment, and considers factors specific to the asset or liability. Financial assets and liabilities are classified in the
hierarchy discussed above based on the level in the hierarchy within which the fair value measurement falls in its entirety
based on the most stringent level of input that is significant to the fair value measurement.

At December 31, 2008, the Company’s only financial assets measured at fair value on a recurring basis consisted of
$39,536 in equity securities, which were valued using Level 1 inputs.




ARCADIA INVESTMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

1. Line of business and significant accounting policies (continued)

Equipment
Equipment is stated at cost. Depreciation is being provided on a straight-line method over the estimated useful lives of
the related assets.

Income taxes

The Company, with the consent of its shareholders, has elected to be treated as an “S” Corporation under the Internal
Revenue Code. Instead of paying corporate income taxes, the shareholders of an “S” Corporation are taxed individually
on the Company’s taxable income. No provision or liability for federal or state corporate income taxes has been included
in these financial statements; however, the Company is liable for certain local income taxes. Any uncertain tax positions
are provided for in accordance with the requirements of Statement on Financial Accounting Standard (“SFAS”) No. 5
“Accounting for Contingencies” (“SFAS No. 5”). No provisions for uncertain tax positions have been recorded at
December 31, 2008.

Recent accounting pronouncements

In June 2006, the FASB issued Interpretation Number 48, “Accounting for Uncertainty in Income Taxes” (“FIN 487),
effective for fiscal years beginning after December 15, 2007. The interpretation contains a two step approach to
recognizing and measuring uncertain tax positions accounted for in accordance with SFAS No. 109. The first step is to
evaluate the tax position for recognition by determining if the weight of available evidence indicates it is more likely than
not that the position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The
second step is to measure the tax benefit at the largest amount which is more than 50% likely of being realized upon
ultimate settlement. In December 2008, FASB issued FASB Staff Position (“FSP”) No. FIN 48-3, which allows non-
public companies the election to defer the effective date of FIN 48 for fiscal years beginning after December 15, 2008.
The Company has elected this option. The Company has not completed its analysis to determine the effect of the
provision; however, the Company believes that the effect is not likely to be matenrial.

2. Investments

Marketable equity securities include the following at December 31, 2008:

Cost $ 25,600
Gross unrealized gains 13,936
Fair value $ 39,536

3. Net capital

The Company is subject to the SEC Uniform Net Capital Rule 15¢3-1, which requires the maintenance of minimum net
capital and requires that the ratio of aggregate indebtedness to net capital, both as defined shall not exceed 15to 1. At
December 31, 2008, the Company had net capital of $523,106, which was $423,106 in excess of its required net capital
of $100,000. The Company’s net capital ratio was .36 to |.




ARCADIA INVESTN[ENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2008

4. Commitments

Lease

The Company occupies office space under a year-to-year lecase with certain shareholders. The lease requires the
Company to pay for operating expenses of the office space; principally real estate taxes, insurance, repairs, maintenance,
home owner’s association dues and utilities. The lease is accounted for as an operating lease and minimum lease
payments for 2008 total $36,000. Total rent expense was $46,614 in 2008.

Shareholder agreement

The Company has a shareholder agreement in effect which restricts the transfer of shares of common stock. The
agreement provides the Company with the option to purchase a shareholder’s interest upon termination of employment,
death, disability or normal retirement for an agreed upon purchase price and with specified payment terms.

5. Employee benefit programs

The Company has a 401(k) plan covering substantially all employees who meet prescribed requirements. The employer’s
portion of contributions is at the discretion of the board of directors, but limited to the amount deductible for federal
income tax purposes. A profit sharing contribution of approximately $104,000 was accrued for the year ended December
31, 2008.




ARCADLA INVESTN[ENT CORPORATION

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

Net capital

Total shareholders' equity $ 625,100
Less
Nonallowable assets

Equipment 21,009

Other assets 55,814

76,823

Net capital before haircut 548,277
Haircuts, cash equivalents and investments 25,171
Net capital $ 523,106
Aggregate indebtedness
Accounts payable and accrued expenses and other liabilities $ 190,267
Computation of basic net capital requirements
Minimum net capital required b 100,000
Excess net capital $ 423,106
Excess of net capital at 1,000% 3 504,079
Ratio of aggregate indebtedness to net capital 0.36 to 1
Reconciliation with Company's computation
There were no material differences between these computations and the computations included

in the Company's Part IIA of Form X-17a-5 unaudited report as of December 31, 2008.

10



ARCADIA INVESTMIENT CORPORATION

EXEMPTION FROM RESERVE REQUIREMENTS UNDER RULE 15¢3-3 OF THE
SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED DECEMBER 31, 2008

Exemptive provisions

The Company is exempt from Rule 15¢3-3 because the Company does not receive or hold any customer securities or
cash.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

Board of Directors
Arcadia Investment Corporation
Portland, Oregon

In planning and performing our audit of the financial statements of Arcadia Investment Corporation for the year ended
December 31, 2008, we considered its internal control structure over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(I) of the Securities and Exchange Commission, we made a study of the practices and
procedures followed by the Company including tests of such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a2){11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer securities, we did not
review the practices and procedures followed by the Company in any of the following:

Making quarterly securities examinations, counts, verifications and comparisons.
Recordation of differences required by Rule 17a-13.

Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control structure and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments
by management are required to assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be expected
to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable, but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and recorded properly to permit preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
abjectives of the practices and procedures listed in the preceding paragraph.

12
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ARCAD[A INVESTM ENT CORPORAT]ON

INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5 (CONTINUED)

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud may
occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that they
might become inadequate because of changes in conditions and that the effectiveness of their design and operation may
deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the entity’s
internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and would
not necessarily identify all deficiencies in internal contro! that might be material weaknesses. We did not identify any
deficiencies in internal control and control activities for safeguarding securities that we consider to be material
weaknesses, as defined above,

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this
report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of 1934
and related regulations, and that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate as of December 31, 2008, to meet the SEC’s objectives.

This report is intended for the use of the Board of Directors, management, the Securities and Exchange Commission and
other regulatory agencies which rely on Rule 17a-5(g) under the Securities and Exchange Act of 1934 in their regulation
of registered brokers and dealers, and is not intended to be and should not be used by anyone other than these specified
parties.

’r -
February 11, 2009

END




